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Revolving Credit
Doris Myers*
Retail stores have extended some type of credit
to customers for years. But many stores offering
retail charge agreements have changed their ac-
counts, giving customers both the convenience of
a regular 30-day charge account and credit features
of a revolving or optional charge account. When
the total account is not paid within 30 days the
customer is charged I Y2 percent per month on the
unpaid balance, a true or annual percentage rate
of 18 percent.
So know your credit cost. You may prefer to
use your money in a different way.
Retail Charge Agreements
You, the customer, sign an agreement when the
account is opened. This becomes the continuing
basic contract underlying all use made of the
account.
You may be assigned a maximum dollar limit,
depending on your credit rating and desires. You
may agree also to pay within 30 days any amount
charged over the limit. Some agreements require
10 percent or more of the outstanding balance at
the end of each billing cycle. New purchases may
be made any time, as long as the total obligation
remains under the limit.
Other retail charge agreements give the advan-
tage of a 30-day account, on which a half, third,
fourth, fifth or sixth of the balance is paid each
month. Minimum payment is $10, and the balance
may be paid at any time.
Payments may be made in varying installments,
according to agreement terms. Some retail charge
agreements have a set payment schedule called the
bracketed form.
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In all charge agreements, you may pay the total
bill before the next billing cycle, with no direct
extra charges.
Billing Cycle
Stores use billing cycles to spread out the
monthly mailing of bills. They group accounts,
usually by alphabet, and notify each group to ex-
pect monthly bills at certain intervals, not neces-
sarily on or near the first of the month.
Finance Charge
Each month a finance charge or time price
differential is added to the carried-over, unpaid
amount from the previous month's billings. The
I Y2 percent charge is not applied to additional
purchases made the current month. This is not
an interest charge, but a finance charge to cover
bookkeeping and other costs.
If a balance up to $500 is left unpaid more than
30 days, a finance charge or time price differential
of IY2 percent, or 15 cents per $10 per month, is
added to that part of the bill. This amounts to a
true interest rate of 18 percent a year.
A finance charge of I percent, or 10 cents per
$10 per month, is added to any amount above $500
unpaid for more than 30 days. This amounts to
12 percent annually.
The finance charge may be computed for un-
paid balances in a range not over $10 based on the
median amount within the range. A merchant may
set up a schedule in units of 10, such as 0-$10, mid-
point $5; $10-$20, midpoint $15; $20-$30, midpoint
$25. If a balance of $11.33 is left, he may apply
finance charge to $15; if the balance is $18.75, the
midpoint is still applied to $15. The charge is
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Table 1. How Some Revolving Charge Accounts are Figured*
Account A Account B Account C Account D
Previous balance Previous balance Adjusted balance Adjusted balance
minimum charge no minimum minimum charge no minimum
50 cents charge 50 cents charge
Account opened in January $150.00 $150.00 $150.00 $150.00
February bill 150.00 150.00 150.00 150.00
Paid 10.00 10.00 10.00 10.00
Balance owed 140.00 140.00 140.00 140.00
Store figured bill 150.00 X 1%% 2.25 150.00 X 1%% 2.25 140.00 X 1%% 2.10 140.00 X lV, ~o 2.10
March bill 142.25 142.25 142.10 142.10
Paid 10.00 10.00 10.00 10.00
Balance owed 132.25 132.25 132.10 132.10
Store figured bill 142.25 X 1% ~o 2.13 142.25 X 1%% 2.13 132.10 X 1%% 1.98 132.10 X 1%% 1.98
April bill 134.38 134.38 134.08 134.08
Paid 10.00 10.00 10.00 10.00
Balance owed 124.38 124.38 124.08 124.08
Store figured bill 134.38 X 1%% 2.02 134.38 X lV, % 2.02 124.08 X lV, % 1.86 124.08 X 1%% 1.86
May bill 126.40 126.40 125.94 125.94
Paid 10.00 10.00 10.00 10.00
Balance owed 116.40 116.40 115.94 115.94
Store figured bill 126.40 X 1%% 1.90 126.40 X lV, % 1.90 115.94 X 1112% 1.74 115.94 X 1%% 1.74
June bill 118.30 118.30 117.68 117.68
Paid 10.00 10.00 10.00 10.00
Balance owed 108.30 108.30 107.68 107.68
Store figured bill 118.30 X 1%% 1.77 118.30 X 1112 ~o 1.77 107.68 X 1%% 1.62 107.68 X 1112 % 1.62
July bill 110.07 110.07 109.30 109.30
Paid 10.00 10.00 10.00 10.00
Balance owed 100.07 100.07 99.30 99.30
Store figured bill 110.07 X 1'12 ~o 1.65 110.07 X 1% ~o 1.65 99.30 X 1112 % 1.49 99.30 X 1112% 1.49
August bill 101.72 101.72 100.79 100.79
Paid 10.00 10.00 10.00 10.00
Balanced owed 91.72 91.72 90.79 90.79
Store figured bill 101.72 X lV, 0/. 1.53 101.72 X 1% ~. 1.53 90.79 X 1%% 1.36 90.79 X 1%% 1.36
September bill 93.25 93.25 92.15 92.15
Paid 10.00 10.00 10.00 10.00
Balance owed 83.25 83.25 82.15 82.15
Store figured bill 93.25 X 1% ~. 1.40 93.25 X lV, % 1.40 82.15 X 1112% 1.23 82.15 X 1% Ok 1.23
October bill 84.65 84.65 83.38 83.38
Paid 10.00 10.00 10.00 10.00
Balance owed 74.65 74.65 73.38 73.38
Store figured bill 84.65 X 1%% 1.27 84.65 X 1%% 1.27 73.38 X 1112% 1.10 73.38 X 1112% 1.10
November bill 75.92 75.92 74.48 74.48
Paid 10.00 10.00 10.00 10.00
Balance owed 65.92 65.92 64.48 64.48
Store figured bill 75.92 X lV, % 1.14 75.92 X 1% ~. 1.14 64.48 X 1%% .97 64.48 X 11/, ·k .97
December bill 67.06 67.06 65.45 65.45
Paid 10.00 10.00 10.00 10.00
Balance owed 57.06 57.06 55.45 55.45
Store figured bill 67.06 X 1% ~. 1.01 67.06 X 1% ~. 1.01 55.45 X 1% ~o .83 55.45 X 1%% .83
January bill 58.07 58.07 56.28 56.28
Paid 10.00 10.00 10.00 10.00
Balance owed 48.07 48.07 46.28 46.28
Store figured bill 58.07 X lV, % .87 58.07 X 1112% .87 46.28 X 1%% .69 46.28 X 1112% .69
February bill 48.94 48.94 46.97 46.97
Paid 10.00 10.00 10.00 10.00
Balance owed 38.94 38.94 36.97 36.97
Store figured bill 48.94 X 1112% .73 48.94 X 1112% .73 36.97 X 1112 % .55 36.97 X 1%% .55
March bill 39.67 39.67 37.52 37.52
Paid 10.00 10.00 10.00 10.00
Balance owed 29.67 29.67 27.52 27.52
Store figured bill 39.67 X 1112% .60 39.67 X 1%% .60 Law allows .50 27.52 X 1%% .41
April bill 30.27 30.27 28.02 27.93
Paid 10.00 10.00 10.00 10.00
Balance owed 20.27 20.27 18.02 17.93
Store figured bill Law allows .50 30.27 X 1%% .45 Law allows .50 17.93 X 1%% .27
May bill 20.77 20.72 18.52 18.20
Paid 10.00 10.00 10.00 10.00
Balance owed 10.77 10.72 8.52 8.20
Store figured bill Law allows .50 20.72 X 1112% .31 Law allows .50 8.20 X 1'12% .12
June bill 11.27 11.03 9.02 8.32
Paid 10.00 10.00
Balance owed 1.27 1.03
Store figured bill Law allows .50 11.03 X 1'12 % .17
July bill 1.77 ---uo
Total Finance Charges- $ 21.77 $ 21.20 $ 19.02 $ 18.32
·Notice the difference in total finance charges paid in Account A ($21.77) and Account C ($18.32). Charges would be considerably larger if additional
charges had been made during the period, thus a greater difference in the amounts paid to each account.
figured by multiplying $15 by 1~ percent, amount-
ing to 23 cents. A 75 cent minimum charge could
be made.
The Texas Credit Code allows a minimum
finance charge of 75 cents per month for any billing
cycle in which a balance of less than $50 is due. If
the charge agreement does not provide a minimum,
the charge is figured on the exact amount. The
Truth-in-Lending Act allows merchants to charge
a 50 cent minimum rate without disclosing the
annual percentage rate.
If the buyer fails to pay installments under the
agreement, the seller may demand full payment of
the balance. If referred to an attorney for collec-
tion, the buyer agrees to pay a reasonable attorney's
fee, plus court costs.
Look for these Items in
Your Charge Account Agreement:
• Previous balance owed
• The finance charge in dollars and cents
• The new balance you owe
• The date you must pay in full to avoid addi-
tional finance charges
• See if charges are applied to the previous or
adjusted balance. Previous balance is what you
owed before your last payment. Adjusted balance
is what you owed after your last payment.
See Table 1, How Some Revolving Charge
Accounts Are Figured.
regarding all purchases made by me or on my
Favorite Fashions, Inc., Revolving Account Identi-
fication.
1. I have the privilege of a 30-day Charge
Account, in which case I will pay the full amount
of all purchases within 25 days from the date of
each billing statement.
2. If I do not pay the full amoun t for all pur-
chases within 25 days from the date of each billing
statement, the following terms shall be in effect:
(a) I will pay the Deferred Payment Price for
each item purchased consisting of:
(I) The cash sale price, and
(2) The FINA CE CHARGE, which will
be the greater of (a) a minimum charge of 50
cents or (b) an amount determined by apply-
ing a periodic rate of 1.5 percent per month
to the first $500.00 of previous balance or
part thereof and an amount determined by
applying a periodic rate of 1.0 percent per
month to any part of the previous balance
in excess of $500.00. 1f the FINA CE
CHARGE exceeds 50 cents, the ANNUAL
PERCENTAGE RATE will be 18 percent
on the first. '500.00 of the previous balance
and 12 percent on that part of the previous
balance in excess of $500.00.
(b) I will pay for all purchases in monthly
installmen ts which will be computed according
to the following schedule:
1 will pay each monthly installment com-
puted according to the schedule as stated above
upon receipt of each statement. If 1 fail to pay
any installment in full when due, you may, at
your option, take back the merchandise or affirm
the sale and hold me liable for the full balance
on my account which shall be immediately due.
Ownership of the merchandise purchased on
this account shall remain in Favorite Fashions,
Inc., until I have paid the purchase price in
full. 1\Iy installment payments shall be applied
as follows: in the case of items purchased on
Insurance
Credit life insurance and credit health and
accident insurance may be requested or required
in any retail charge agreement. Only one policy
of health and accident insurance per agreement may
be in force at anyone time.
Cautions to take:
• Ask yourself if the privilege of having the item
is worth the additional cost.
• Shop for the cheapest plan.
• Pay the total amount owed as quickly as possible
to avoid additional charges.
• Keep up with the balance of your account.
• Avoid perpetual indebtedness.
Example of Revolving Charge Account
and Security Agreement
FAVORITE FASHIONS, INC.
In consideration of your selling merchandise
and services for personal, family or household pur-
poses to me on my Favorite Fashions, Inc., Revolv-
ing Charge Account, I agree to the following
If the unpaid
balance is:
$ .0 I-$ 10.00
10.01- 150.00
150.01- 200.00
200.01- 250.00
250.01- 300.00
300.01- 350.00
350.01- 400.00
400.01- 450.00
450.01- 500.00
over 500.00
The scheduled monthly
payment will be:
Balance
.$10.00
15.00
20.00
25.00
30.00
35.00
40.00
45.00
1/ 10 of accoun t balance
different dates, the first purchased shall be
deemed fir·t paid for; in the case of items pur-
chased 011 the ame date, the lowest priced shall
be deemed first paid for. I have risk of loss or
damage to merchandi e.
(c) You are to send me a statement each month
, hich will 'how the unpaid balance for pur-
cha e:, the Finance charge, and the amount of
the monthly installment coming due.
(d) I have the right to pay all or any portion
of my account in advance.
3. You ar authorized to in estigate my credit
record and report to proper person and bureaus
m performance of thi agreement.
OTICE TO R YER: (1) DO OT SIG THIS
CO 'TR CT BEfORE YOU READ IT OR IF
IT CO T I 'fiL KS. (2) YOU ARE E -
TITLED TO A COpy OF THIS CO lTRACT.
KEEP IT 0 PROTECT YOUR LEGAL
RIGHT. (3) YOU HAVE THE RIGHT TO
PJ\Y J ADV CE THE FULL A fOUNT DUE.
7-1-69 .
(Cu tomer's Signature) Date
Acknowledgment
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the office of the Consumer Credit Commission,
Austin.
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